Neonex International is a major industrial 
corporation serving the consumer 
markets, with manufacturing plants and 
sales locations across the country. 


eonex International Ltd. Interim Report 
Six Months Ended June 30, 1972 


aS 


me 


TO OUR SHAREHOLDERS 


The President’s report includes brief 
highlights of the Company’s 
results for the first six months of 1972 
and objectives for the future. 


The Company’s results from continuing opera- 
tions improved during the first six months of 
1972: 


@ earnings are up 21% 
e sales are up 14% 


OPERATING RESULTS 


Earnings are $1,753,000 or 24¢ per share com- 
pared with 1971 earnings for the same period of 
$1,449,000 or 21¢ per share from continuing 
operations and $128,000 or 2¢ per share from 
discontinued operations. Extraordinary non- 
recurring gains of $668,000 from the sale of in- 
vestments and fixed assets were also reported a 
year ago. Sales and revenue for the first half of 
1972 are $78,236,000 compared with $68,400,000 
from continuing operations for the same period 
in 1971. 


EXPANSION 


Heavy emphasis is being placed upon internal 
growth. Neonex has undertaken a large capital 
expenditure program allocating in excess of $5.5 
million for the extension of our present opera- 
bes this year compared with $2.6 million in 


The Company’s Leisure Division has entered the 
United States by establishing a travel trailer 
manufacturing facility in Oregon and a dealer 
network in the U.S. Pacific Northwest to serve 
this growth market. 


The Neonex Consumer Goods Division has 
opened five of the additional 13 new warehouse 
and catalogue outlets planned for 1972. Neonex 
anticipates having a total of 25 Acme Merchan- 
dise Distributor locations in operation across 
Canada by the year-end. : 


The Company’s Food Division has embarked 
upon a construction program of eleven new 
Overwaitea supermarkets in British Columbia. 
Nine of the new supermarkets will replace exist- 
ing smaller stores and two will be in new towns. 


START UP COSTS WRITTEN OFF 


In all of these expansion programs we have not 
capitalized our start up costs but rather have 
written them off now against current earnings. 


ACQUISITIONS 


Midway through the second quarter of this year, 
Neonex made three cash acquisitions of com- 
panies in fields related to our present markets. 


They include: Dutch Mobil Homes Ltd., Porta- 
Built Industries Ltd. and Fabco Leasing Lid. 


Dutch Mobil Homes of Winkler, Manitoba, will 
broaden the recreational vehicle line of our 
Leisure Products Division and place Neonex in 
the motor home field for the first time. 


Porta-Built Industries and Fabco Leasing will 
serve to extend our shelter operations through 
the manufacture, sale, lease and rental of port- 
able industrial shelter accommodation. These 
companies are serving the fast-growing mining, 
construction and oil industries throughout British 
Columbia, Alberta, the Northwest Territories, the 
Yukon, the Canadian Arctic and Alaska. 


JOINT VENTURE 


Neonex entered into a joint venture with Ameri- 
can Sign & Indicator Company to form a new 
company called Northern Visual Information 
Systems. This move will place our Communica- 
tions Division in the computer-controlled and 
electronic sign business throughout the country. 


FINANCING AVAILABLE 


In April, Neonex concluded arrangements for a 
$20 million line of credit with the Toronto 
Dominion Bank. At the present time $11 million 
has been utilized leaving $9 million available for 
future use, 


AMERICAN STOCK EXCHANGE 


On June 26, 1972, the shares of Neonex Inter- 
national were called for trading on the American 
Stock Exchange in New York. Neonex became 
the first Canadian-owned Vancouver-controlled 
Company to be listed on Wall Street. 


We anticipate this move will offer Neonex 
greater access to capital markets (both public 
and institutional), improve acquisition potential 
and provide a broader investment base. 


OBJECTIVES 


Personal expenditure on consumer goods and 
services is expected to increase by between nine 
and ten percent in both 1972 and 1973. To take 
advantage of this growing market, Neonex con- 
tinues to build a strong consumer-oriented 
Company. 

We will strive to improve performance through 
the following objectives: 


e to concentrate on a strong internal growth 
program through increased penetration of our 
existing markets with more and newer 
facilities. 

e to continue to direct our efforts toward the 
personal disposable income segment of the 
economy where we believe the highest growth 
potential to be. 

Neonex is firmly committed to serve the con- 

sumer markets and to participate in their future 

growth. 


James A. Pattison, 
Chairman and President. 
August 7, 1972. 
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EARNINGS 
Summary of sales and revenue and 
earnings from operations 
during the first six months of 1972. 


Six Months Ended June 30 


1972 1971 
(thousands) 
Sales and revenue $78,236 $68,400 
Earnings before income taxes 3,270 2,893 
Provision for income taxes 1,517 1,444 
Earnings from continuing operations 1,753 «1,449 
Earnings from discontinued operations ~ 128 
Net earnings before extraordinary items 1,753 1,577 
Extraordinary items - 668 
Net earnings $ 1,753 $ 2,245 
Earnings per share (cents) 
Earnings before extraordinary items 
From continuing operations 24 21 
From discontinued operations - 2 
Net earnings 24 32 
Fully diluted earnings per share (cents) 
Earnings before extraordinary items 
From continuing operations 23 20 
From discontinued operations ~ 2 : 
Net earnings 23 30 
The financial statements at June 30, 1971 have been reclassified where applicable nomenon 


to conform with the presentation used in the current year. 


These statements are subject to audit and year-end adjustment. 


SOURCE AND APPLICATION 
OF FUNDS 


Cash obtained from operating the 


business and from other sources less 


amounts spent during the first 
six months of 1972, representing 
the change in working capital. 


Source 
Working capital from operations 
Continuing operations 
Earnings 
Depreciation 
Deferred income tax 


Discontinued operations 
Earnings 
Depreciation 
Deferred income tax 


Extraordinary items 


Long-term debt issued 
Property, plant and equipment, less gain 
Other deferred credits 
Common shares issued 


Decrease in non-current accounts of discontinued 
operations, net 


Application 
Purchase of subsidiaries 
Property, plant and equipment 
Long-term debt reduction 
Dividend paid 
Investments 
Non-current receivables 
Deferred costs 


Working capital 
Increase during period 


Opening balance 


Closing balance 


Six Months Ended June 30 


1972 1971 
- (thousands) 

$ 1,753 $ 1,449 
881 827 
465 108 
3,099 2,384 
- 128 
a 249 
(oo ee (1) 
= 376 
- 668 
3,099 3,428 
2,190 295 
1,365 132 
185 (34) 
53 - 
- 4,559 
6,892 8,380 
1,796 - 
2,295 554 
1,410 1717 
180 173 
14 (174) 
246 252 
138 442 
6,079 2,964 
813 5,416 
20,324 14,965 
$21,137 $20,381 


NEONEX INTERNATIONAL LTD. 


1055 WEST HASTINGS ST., VANCOUVER 1, BRITISH COLUMBIA, CANADA 


The Company is listed on the Toronto, Vancouver and American Stock Exchanges 
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Stimulated by consumer. de- 
mands for goods and services, 
the Canadian economy has 
grown rapidly during the last 
decade. The Canadian standard 
of living is the third highest in 
the world. 


Neonex International Ltd. 


Neonex International is a major industrial corporation 
serving the consumer markets 


with manufacturing, sales and service locations 
across Canada and in the United States 
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1972 Annual Report 


HIGHLIGHTS OF OUR YEAR IN BRIEF 


Corporate results reflect a sales and revenue increase of 18% to $173.4 
million, and earnings from continuing operations increased 24% to $3.6 
million. Ordinary earnings per share of 50¢ are 16% above last year’s 43¢. 
The financial position continued to strengthen. 

(President's letter on page 2 and Financial Review on page 22) 


The Consumer Products division recorded a sales increase of 10% to $120.8 
million and earnings rose 23% to $3.0 million. Retail square footage in- 
creased by 137,000, including a doubling of the number of Acme Merchan- 


dise Distributors outlets to 24. 
(Story on page 7) 


The Recreational Products and Mobile Homes division experienced a 35% 
increase in sales to $30 million but earnings dropped 54% to $204,000 as a 
result of production problems relating to the establishment of two new 
manufacturing plants and a fire at a third plant which occurred in the first 
quarter of 1972. 
(Story on page 11) 


The Service Industries division reported a 52% sales increase to $22 million 


and an earnings growth of 22% to $1.3 million. 
(Story on page 18) 


Expansion during the year was strongly oriented toward internal growth with 
the Company completing a $5.4 million capital expenditure program. An 
internal capital expenditure program of $7 to $8 million is anticipated in 1973. 


TO ASSIST YOU TO KNOW US BETTER 


The 1972 Annual Report includes marketing charts which present economic 
factors related to the Company’s present and future market potential. To 
facilitate interpretation of our financial statements, we have included a sum- 
mary of our major accounting policies on page 27, and non-technical defini- 
tions of the accounting terminology used have been provided on the inside 
back cover of this report. 
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ROYAL 


COVE R Shopping Centre 


Neonex, totally committed to growth in the personal disposable income seg- 
ment of the economy, doubled its consumer product locations in 1972. 
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PERSONAL DISPOSABLE INCOME 


(billions of dollars) ratio scale 


1964 1965 1966 1967 1968 1969 1970 1971 1972 


Source. Statistics Canada 


Consumer spending forms the 
very core of the North Ameri- 
can economy. Both personal 
disposable income and con- 
sumer spending last year con- 
tinued what has long been a 
strong growth pattern as dis- 
posable income grew 13% and 
consumer expenditures rose 
10%. 


Personal Disposable =—gl 


To our shareholders 


In 1972 the Company continued to maintain its expansion and growth pro- 
gram as indicated by the following results: 


@ total sales and revenue rose 18% to $173.4 million. 

earnings from continuing operations advanced 24% to $3.6 million. 
ordinary earnings per share increased 16% to 50¢. 

working capital rose 22% to $25 million. 

five new manufacturing plants in Canada and the U.S. 

an increase of 137,000 square feet of retail space. 


EXPANSION 


Capital expenditures were $5.4 million in 1972, which saw the size and 
number of Company manufacturing plants and sales and service locations 
related to our existing markets, increase in Western Canada and on the 
west coast of the United States. 

Our planned capital expenditure program is expected to be above the 
1972 level at between $7 and $8 million with the principal expenditures to 
be allocated to the Consumer Products division. 


SECOND MOVE INTO THE U.S. MARKET 

As one of Canada’s largest manufacturers of recreational vehicles, the 
Company made its second entry into the United States market with a new 
company, Neonex Leisure Products California, Inc., located near Los 
Angeles. The marketing experience gained in opening our travel trailer plant 
last spring at McMinnville, Oregon, played a significant part in the decision 
to strengthen our penetration of the recreational vehicle market in California 
and surrounding states. 


AMERICAN STOCK EXCHANGE 

On June 26, 1972, the shares of Neonex International Ltd. were called for 
trading on the American Stock Exchange. This move has provided the Com- 
pany with greater access to capital markets, both institutional and public, 
and a broader investment base. 


NEONEX MARKETS 


Our Consumer Products, Recreational Products and Mobile Homes, and 
Service Industries markets, each under the direction of a Group Vice- 
President, are all strong contenders for future growth, expansion and in- 
creased sales potential. 


1973 FORECAST 


The favorable Canadian economic outlook in consumer buying for 1973 
augurs well for the Company. The financial community is forecasting a 10% 
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increase in the Gross National Product to around the $113 billion level and 
increases of over 10% in personal disposable income, consumer expendi- 
tures and retail sales this year. 


OBJECTIVES 

We will strive to continue to improve our performance by concentrating on 
a strong internal growth program and by directing our efforts towards the 
“personal disposable income” segment of the economy. 

The Company is in the strongest financial condition and has the most 
favorable sales and earnings potential in our history. Our present position 
provides a broad base for Neonex in North America, where we are... “‘totally 
committed to growth.” 


JAMES A, PATTISON, 
Chairman and President. 


March 29, 1973 


NEONEX INTERNATIONAL LTD. AND SUBSIDIARIES 


nrc ce ee SS 


(dollars in thousands except amounts per share) 


For the year 1972 1971 1970 1969 1968 1967 
Sales $172,700 146,200 128,200 120,800 104,000 87,400 
Earnings from continuing operations 3,600 2,900 2,800 3,700 3,100 2,600 
Earnings before extraordinary items 3,600 3,000 1,900 4,600 3,900 3,200 
Net earnings 3,600 2,800 (6,300) 4,600 3,900 3,400 
Cash flow 7,000 5,200 400 7,100 5,600 5,300 
Dividends paid 400 400 300 300 200 400 
Return on equity 14% 14% 8% 19% 19% 18% 
Capital expenditures 5,400 2,600 4,300 4,800 2,800 - 


Per common share 


Earnings before extraordinary items— 


basic 50 43 eat .68 59 48 

fully diluted -48 42 it .61 Or, 47 
Net earnings— 

basic -50 .40 (.91) .68 .59 .O1 

fully diluted 48 39 (.91) .61 OF .49 
Cash flow .97 14 .06 1.05 .83 .80 
Dividends paid .05 .05 .05 .05 .05 .20 
Equity 3.74 3.29 2.92 3.98 3.38 2.86 


Year end position 


Total assets 82,300 68,800 72,000 85,800 50,000 43,400 
Working capital 24,700 20,300 15,000 18,100 11,000 9,700 
Current ratio 2.2 2,1 1.5 1.6 1.4 eo 
Shareholders’ equity 27,000 23,700 20,200 26,900 22,500 18,900 
Employees 3,812 3,185 3,765 3,936 Sq oy 
Shareholders 6,016 5,853 5,750 4,050 2,065 2,432 
Common shares outstanding (thousands) 7,215 7,195 6,936 6,754 5,996 2,229 


*Not available. 


Note: The above amounts have been restated for poolings of interests, discontinued operations and stock split. 
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Divisional sales and earnings 


1970 1969 1968 


Neonex three markets 


Consumer Products, Recreational Products and Mobile Homes, and Service Industries 


Neonex Group Vice-Presidents: (left to right) Lawrence B. Eberhardt, Service In- 
Oe ; dustries division; Stanley F. Whittle, Consumer Products division and William J. 
Ee oe ny | Sleeman, Recreational Products and Mobile Homes division. 


One of the foremost factors in the continued growth of Neonex International 
has been the concentration and expansion of our three markets across the 
country: Consumer Products, Recreational Products and Mobile Homes, and 
Service Industries. 


In 1972, twelve new Acme Merchandise Distributors branches and cata- 
logue showrooms were opened across Canada, bringing the total of Neonex 
branches and catalogue showrooms to 24. This represents in less than one 
year, a growth of 100%, compared to the twelve locations in operation at 
the end of 1971. 

New locations were opened in Hamilton, St. Catherines, two in Winnipeg, 
The Pas, Edmonton, Red Deer, Calgary, Lethbridge, Kelowna, Kamloops and 
Surrey. 

The 41 year old company plans to open at least another nine new cata- 
logue locations by this Fall, bringing the total Neonex Acme branches to 
33 in 1973. 

The Neonex catalogue outlets range from 7,500 to 9,000 square feet in 
size with the front one third of the building for showroom and jewellery 
' display and the balance for on premises inventory warehousing. 

Consumer products imported from all points throughout the world by 
highly qualified and experienced buyers have played an important part in 
the success of our catalogue operation. Overseas and domestic buying 
methods are handled efficiently and with maximum speed through our cen- 
tral purchasing division. 

During 1972, Acme product lines were expanded to add more quality import 
items to the fine selection presently offered by the company. Additional major 
national brand products now appear in our catalogues. Distribution of cata- 
logues is now done geographically, relative to store locations. With member- 
ship cards no longer required, catalogues are delivered to all households 
rather than mailed to cardholders as in previous years. 

The company produced and printed in excess of five million catalogues 
which were distributed to Canadian households from Ontario to British 
Columbia. The two major publications are issued in the Spring and Fall, with 
a special Christmas catalogue delivered in October. 

This concept of quick, convenient catalogue showroom shopping at low 
distributor prices, has been met with enthusiasm by the Canadian consumer. 
Although competition will be keen the opportunities for increased growth 
and sales in this field remain good. 

The Neonex tape distributing company in Alberta and British Columbia 
and the carnival supplies company located across Canada recorded good 
growth in the past year with each operation making a valuable contribution 
to profits. 

Neonex paint sales in Canada continued to maintain a steady growth for 
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RETAIL TRADE 


(millions of dollars) 


1967 1968 1969 1970 1971 1972 


Source: Statistics Canada 


The growth of per capita in- 
come, population, employment 
and personal disposable _ in- 
come are all reflected in retail 
sales. This is where the strong- 
est impact of today’s con- 
sumerism is realized. 


consumer popularity — 
k convenience of cata- 


Neonex has the sales advantage 
of being one of the early pioneers 
in mass catalogue merchandising. 


1972 and the Company’s percentage increase in both sales and profit was 
substantially higher than that recorded by the industry. 

In 1972 Neonex expanded the number of lines of wallpaper carried and 
wall covering products are now stocked and distributed in southwestern 
Ontario, Saskatchewan and Alberta. In 1973 further distribution will be 
handled through new city outlets in Winnipeg and Saskatoon. 

Production facilities in Winnipeg operated at capacity for most of 1972 
on a one-shift basis and a second shift was added during peak periods. 
Additional equipment to further.improve manufacturing was added during 
the year. 

Up to the present time, paint production has been designated for private 
label or Northern Paint dealers, with a small portion of the production sold 
through company owned retail stores. Plans for 1973 include expansion of 
these company stores and the manufacturing paint plant at Winnipeg. 

The Neonex supermarket chain, Overwaitea Limited, continued its steady 
growth and again registered record sales and earnings in 1972. 

The planned expansion for the year was seriously affected by construction 
' strikes and equipment delays due to factory strikes in Eastern Canada. 
Despite the delays, major renovations and replacements were completed 
at six Overwaitea locations. A seventh new store was opened in Williams 
Lake in January of this year, and the opening proved the most successful 
ever experienced by the company. 

A good deal of this success is attributed to the new management concept 
of designing and building a store with a theme and motif that fits the at- 
mosphere and tradition of each respective community where the Overwaitea 
supermarket is located, thus helping to make the store a more pleasant 
place to shop. 

The company has planned several new stores and renovations for 1973. 
The new supermarkets will be larger than any existing stores to allow for 
expanded food lines, in-store services such as bakeries, delicatessens and 
non-food products. 

In spite of the increasing cost of all products, services and labour, manage- 
ment will continue to the best of its ability to hold prices at the same favour- 
able levels as maintained over the past 58 years. 

In 1972, the Company continued to operate five Prairie Market locations 
in Greater Vancouver and the Lower Mainland. These operations are showing 
satisfactory growth, offering the consumer supermarket products at dis- 
counted prices. 

Since installing an electronic ordering system last year, several additional 
functions have been computerized at Overwaitea. Most functions to date 
have been programmed towards store and warehouse operations and in- 
ventory control and buying. 


Neonex plans to open more new 
paint stores in 1973 to meet the 
increased demand by the pro- 
fessional paint contractor and 
retail customer. 


fon. 


New enlarged supermarket stores built in 1972 served to strengthen our market posit. 


In 1973 several other programs will be implemented by expanding existing 
“in house systems” and installing new programs. These computer systems 
will provide greater control of gross profits, pricing and shelf allocation for 
better return on selling space. 

The continued success of Overwaitea is due in a large degree to the dedi- 
cation of the company’s employees. Most store and head office management 
started with the company at the ‘‘checkout level” and rose to managerial 
positions. Neonex continues to place top priority on encouraging young 
people to make their career in the food merchandising industry. 

Over the years Neonex has had considerable success as a leading distri- 
butor of periodicals. 

In 1972, Neonex strengthened its sales position as a wholesale distributor 
of magazines and paperback books by purchasing Mountain City News of 
Hamilton, Ontario. The 65 year old distributor for the Hamilton and Burling- 
ton areas has had an impressive growth rate. 

This complementary move increases to 1600 the total number of retail 
outlets serviced by Neonex in Eastern Canada, Northern Alberta-British 
Columbia-Saskatchewan, the Yukon and the Northwest Territories. 

The Company maintained its position in the floorcovering market in the 
Maritime provinces and recorded satisfactory results during 1972. 


Since announcing its first move into the United States last February, the 
Company has added new recreational vehicle companies and manufac- 
turing plants both in Canada and the U.S. to broaden our product line of 
recreational vehicles. 

Neonex made its second entry into the recreational vehicle market in the 
United States in 1972 with its new company, Neonex Leisure Products Cali- 
fornia, Inc. The company is located 22 miles east of Los Angeles, California. 

As a result of this move, Neonex acquired the North American styling 
rights to the brand names ‘‘Dreamer” and ‘‘Dreamliner’. These lines of mini- 
motor homes and truck campers, built with fibreglass and conventional 
bodies, have been on the market since 1957. 

This expansion move into the United States has complemented and en- 
hanced our position in the U.S. recreational vehicle market with travel 
trailers, 5th wheelers, motor homes and truck campers now in production 
at our plants in California and Oregon. A greater product range and market 
penetration has been achieved throughout the Western United States. 

The Neonex U.S. dealer organization has over 100 locations in the Western 
United States ranging from Arizona on the East to Washington and California 
on the Pacific Coast. 

Neonex entered the motor home field in Canada for the first time in 1972 
by purchasing Dutch Mobil Homes and Triple-E Motor Homes of Winkler, 
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In 1972 Neonex increased to 1600 
the total number of retail outlets 
serviced for distribution of peri- 
odicals in Canada. 


Helping to meet the strong de- 
mand for recreational vehicles in 
Canada is this Travelaire Royale, 
one of the thousands of units pro- 
duced annually by Neonex. 


The love affair of the buying public for the big pleasure car 
is rapidly diminishing. The pleasure vehicle of today and 
tomorrow is the Recreational Vehicle . . . and we look forward 
to actively participating in this growth market. 


Neonex Recreational Vehicles built in Canada 
or the United States include: Otto tent trailers; 
Travelaire, Holidaire, Triple-E, Dutch Swinger, 
Dreamliner and Boler travel trailers; Dreamer, 
Rustler, Dutch Swinger and Triple-E truck 
campers; Rustler, Triple-E, Dutch Swinger and 
Dreamliner motor homes and Rustler, Triple-E 
and Splitliner 5th wheelers. The units range 
from 13 to 29 feet in length. 
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oom complete with decorated in- 


Shown is a Neonex Housing In- 
dustries deluxe Brentwood mobile 


terior, a big seller 


Manitoba, both well-established companies in the growing recreational 
vehicle market. 

In 1972, the Company announced the construction of a major new recrea- 
tional vehicle complex in Winkler, Manitoba, not only to replace manufac- 
turing facilities destroyed by fire last spring but also to enlarge our present 
facilities. 

In all of these expansion programs, both in Canada and the United States, 
Neonex has not capitalized start-up costs, but rather has written them off 
against earnings for the year. 

At the beginning of 1973 Neonex further increased its range of travel 
trailer models by purchasing Boler Manufacturing in Winnipeg. The company 
specializes in the manufacture of a lightweight fibreglass travel trailer that 
is half the weight of a similarly-sized conventional trailer and can be pulled 
by smaller cars normally not able to tow a trailer of this size. The company 
has design patents on its exclusive styling. 

With six manufacturing plants in Canada and two in the United States, 
Neonex has a total in excess of one-half million square feet of space for 
the production of recreational vehicles which range from 13 to 29 feet in 
length. Start-up has been completed at the Neonex Leisure Products’ North 
Vancouver location to operate a full prototype centre in 1973. 

During 1972, Neonex continued to increase its mobile home production 
through its manufacturing company, Neonex Housing Industries in Calgary, 
a move which enabled the company to further capitalize and participate in 
the strong mobile home market in Western Canada. 

A new plant layout and a modernization program was undertaken to 
increase the Company’s manufacturing capacity to meet the demands of this 
steadily growing market. Neonex Housing continued to increase its market 
share during the year. 

The independent dealers of Neonex Housing Industries continued to 
expand in 1972, resulting in a 53% increase in their purchases. The company 
is currently enjoying a substantial order bank as a result of dealer accept- 
ance of the company’s mobile homes and sales policies. 

In 1972, Neonex Housing Industries participated for the first time in the 
annual mobile home show in Toronto where major manufacturers displayed 
their products for both dealers and the general public. Dealer interest and 
public reaction to our product was most encouraging. 

Neonex is studying plans to establish a mobile home manufacturing plant 
in Eastern Canada. The Company presently has a mobile home plant located 
at Calgary, Alberta and a new plant at Winkler, Manitoba. 

The Company’s retail outlets, United Mobile Homes, continued to make 
an important contribution to sales. 

The outlook in 1973 for both recreational vehicles and mobile homes 
remains strong. 
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RECREATIONAL VEHICLE 
PRODUCTION 


(thousands of units) 


1964 1965.1966 1967 1968 1969 1970 1971 1972* 


*Estimated 
Source: C.M.H.T.T.A. 


As personal disposable income 
has risen faster than basic 
living costs in recent years 
consumers have been left with 
greater discretionary income. 
This has coincided with in- 
creasing amounts of leisure 
time and a desire for personal 
mobility. As a result we have 
experienced rapid growth in the 
recreational vehicle industry. 


MOBILE HOME SHIPMENTS* 


(thousands of units) 


1964 1965 1966 1967 1968 1969 1970 1971 1972 


*Residential only 
Source: C.M.H.T.T.A 


Increasing costs of construc- 
tion have made conventional 
housing beyond reach of in- 
creasing numbers of prospec- 
tive home owners. The econo- 
mies of mobile home construc- 
tion have fulfilled a market 
need and we expect this market 
growth to continue. 
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ONSUMER PRODUCTS 


RECREATIONAL PRODUCTS and 
_ MOBILE HOMES 


SERVICE INDUSTRIES 


Neonex manufacturing, sales 
and/or service locations 


Another fine example of Inter- 
Company business within the 
Neonex corporation are these 
electrical signs, manufactured for 
consumer locations across the 
country. 


The Neonex electrical sign company enjoyed an increased sales volume 
of 20% over the previous year. 

Northern Visual Information Systems Ltd., a joint venture with American 
Sign & Indicator Corporation, recorded satisfactory results in its first seven 
months of operation. 

The company’s ‘Facelift’? Department continues to progress favorably 
including an important recent contract for the renovation of the Medicine 
Hat City Hall (as shown on the opposite page). As the sign industry all over 
North America is being challenged by city planners and others on their 
ability to create designs which are aesthetically pleasing, it is significant 
indeed to have a progressive Canadian city entrust us with the appearance 
of their City Hall. 

Plans for 1973 include the expansion of our services into the highly spe- 
cialized field of commercial interior decor, as it is felt that not only does this 
fit into our present facelift department, but it is particularly suited to both 
the facilities of the company and to the talents of a large number of our 
own people. 

During 1972 Neon Products acquired new quarters in Victoria and in 
December the company moved into a new facility in Edmonton, doubling 
our manufacuring area in that city. This facility will be able to handle up to 
three times the volume it was capable of in the past as a result of the larger 
working area and increased efficiency. 

In 1972, the Company entered for the first time into the Industrial Accom- 
modation Service field. As a manufacturer of factory-built accommodation, 
Neonex is servicing one of the most rapidly expanding industries of the 
1970’s, the search for Energy and Resources. 

The Company is helping to meet the ever-expanding requirements in the 
search for oil and gas in the high Arctic, Canadian North and Alaska. As the 
search expands northward, camp manufacturers are facing new challenges 

. severe climatic conditions, off-shore drilling platforms, transportation 
restriction and pollution controls. 

The Company’s expertise in supplying quality-built accommodation is 
meeting this new challenge head-on. The Porta-Built Industries manufac- 
turing plant, located in Edmonton, is engaged in manufacturing factory- 
assembled buildings on a custom and assembly-line basis for energy and 
resource community development projects. 

Constructed as individual units or as total living complexes, the buildings 
are engineered to withstand the most extreme conditions from blistering 
summer heat to the winter’s Arctic blizzards. Factory-built accomodations 
range from office buildings, dining rooms, complete camp facilities, sewage 
treatment plants to motels, schools and hospitals. 

In 1972, the majority of sales were made to the oil industry for their explora- 
tion work in the high Arctic, Alaska and Mackenzie Delta. 
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Medicine Hat City Hall built in 1905. 


When completed by the Company’s “facelift reno- 
vation department” the same Medicine Hat City 
Hall will look like this. 


With its criss fleet of helicopters 
_ Neonex - is servicing one of the 
most rapidly expanding industries 
08 the 1970's, the search for En- 
: ergy and Resources in the Cana- 
dian Northwest, ‘Alaska and the 
_ Arctic. 


Neonex covers the entire indus- 
trial accommodation service field. 
The Company services, leases, 
rents and sells its own factory- 
built units ranging from portable 
office buildings to complete 1200 
man campsite accommodations. 


Neonex, through its service company, Fabco Leasing, also leases, sells 
and rents accommodation units to oil, gas, forest, mining and construction 
companies in British Columbia, Alberta, the Northwest Territories, the 
Yukon, the Mackenzie Delta and Prudhoe Bay in Alaska. 

With a present inventory of over 700 lease and rental units, the company 
covers the entire field of industrial accommodation service from bedrooms 
and special exploration equipment to self-contained units ranging from 20 
man to 1200 man campsite accommodations. 

Buildings are supplied fully equipped, ready for occupancy and are 
barged to site, shipped by road or rail and even flown in by helicopter and/or 
Hercules Transport. The company markets these buildings through sales 
and leasing offices located in Vancouver, Edmonton and Prince George. 

The helicopter industry in Canada saw 1972 as one of the most challenging 
and competitive years yet experienced. The planned northern road and pipe- 
line program has been slower in developing than anticipated, due to delays 
by the government in implementing ecological guidelines and regulations 
in land use for the protection of the environment. 

Associated Helicopters is continuing to plan for this increasing market 
with the addition in 1972 and 1973 of more jet powered helicopters in the 
medium and heavy haul class. The Company’s first twin engined jet heli- 
copter, a Bell 212, 15 passenger, is now in service and working to expecta- 
tions. This aircraft, one of 25 owned by Neonex, with its twin engined reli- 
ability, is well suited to offshore oil drilling support and is opening up inter- 
national potential for the Company. 

The base at Inuvik was very active in 1972. Additional facilities were con- 
structed and more equipment and personnel assigned. Greater emphasis on 
the ‘‘energy crisis” in North America will help to stimulate more new business 
for our Company in 1973. 


In all of its three markets: Consumer Products, Recreational Products and 
Mobile Homes, and Service Industries, Neonex is totally committed to growth. 
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POPULATION 


(millions of persons) 


atl 


1960 1962 1964 1966 1968 1970 1972 


Source: Statistics Canada 


The market for consumer goods 
in Canada comprises the en- 
tire population. Canada’s popu- 
lation is growing faster than 
any other industrialized nation 
in the world. 


Financial review 


SALES AND EARNINGS 
The Company has experienced a year of strong sales performance in all 
divisions and the growth pattern established over the past five years con- 
tinues. Increased earnings have been recorded in the areas of Consumer 
Products and Service Industries. However, for Recreational Products and 
Mobile Homes, earnings have been adversely affected by production prob- 
lems relating to the start-up of new plants near Portland, Oregon and Los 
Angeles, California as well as the destruction by fire of the Company’s 
facilities at Winkler, Manitoba. 

The competitive business environment that currently exists, together with 
rising wage and product costs, continue to keep pressure on profit margins. 

Total Neonex sales and revenue of $173.4 million is up 18% from the 
previous year and earnings from continuing operations of $3.6 million have 
risen 24%. Ordinary earnings per share of 50¢ are 16% higher than 1971’s 
43¢. There are no extraordinary items this year, compared with an extra- 
ordinary loss last year of 3¢ per share. 


FINANCIAL POSITION 
The Neonex financial position continued to strengthen during the year. 
Working capital has increased by 22% to stand at $24.7 million and current 
assets are 2.2 times current liabilities. The generation of funds from opera- 
tions of $7.0 million and the disposal of certain property, plant and equipment 
amounting to $2.2 million has provided more than the necessary funds to 
complete an internal capital expenditure program of $5.4 million. 
Total assets are $82.3 million compared with $68.8 million in 1971. 
Shareholders’ equity has risen to $27.0 million or $3.74 per share. Com- 
parative figures for December 31, 1971 were $23.7 million and $3.29 per 
share respectively. 


LINES OF CREDIT 

The Company has extended its lines of credit with its banker to $30 million. 
At year-end, a $10 million term loan was outstanding which under our ar- 
rangements with the bank, may be increased to $15 million. The operating 
portion of the credit was not being utilized at December 31, 1972. 


RETURN ON EQUITY 
A return on equity of 14% was earned for the year, a rate similar to that 
experienced last year. 


THE ECONOMIC SETTING 

The economic setting for 1973 is encouraging. While continued concern 
about inflation is likely to lead to higher interest rates as the year progresses, 
worthwhile growth is expected in each of the Company’s market areas. 
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Earnings 


NEONEX INTERNATIONAL LTD. AND SUBSIDIARIES 


Sales and revenue 
Net sales and operating revenue 
Other income 


Cost and expenses 

Cost of sales and operating expenses 
Selling and administrative expenses 
Depreciation 

Interest on long-term debt 

Other interest 


Earnings before income taxes 


Income taxes 
Current 
Deferred 


Earnings from continuing operations 
Earnings from discontinued operations 
Earnings before extraordinary loss 
Extraordinary loss 

Net earnings 


Per share data—Note 12 

Earnings before extraordinary loss 
Extraordinary loss 

Net earnings 

Cash dividends 


Retained earnings 


Opening balance 
Net earnings 


Cash dividends paid (5¢ per share each year) 


Closing balance 


YEAR ENDED DECEMBER 31 


1972 1971 
(thousands) 
$172,700 146,200 

700 700 
173,400 146,900 
132,300 111,500 

30,100 25,900 
2,000 1,500 
1,600 1,600 

400 600 

166,400 140,700 
7,000 6,200 
2,000 2,300 
1,400 1,000 
3,400 3,300 
3,600 2,900 

— 100 

3,600 3,000 

— 200 

$ 3600 2,800 
50¢ 43¢ 

ie 3¢ 

50¢ 40¢ 

5¢ 5¢ 

$ 17,900 15,500 
3,600 2,800 
21,500 18,300 
400 400 

$ 21,100 17,900 


Balance sheet 


NEONEX INTERNATIONAL LTD. AND SUBSIDIARIES 


ASSETS 


DECEMBER 31 


1972 1971 
(thousands) 

Q Current assets 
| Cash $ 2,600 6,100 
Receivables 14,000 9,400 
Inventories—Note 4 28,100 22,400 
Prepaid expenses 600 500 
45,300 38,400 

Other assets 

Mp Receivables 9,000 8,100 
. Investments—Note 5 3,200 3,200 
ue Deferred charges 4,700 _ 3,100 
16,900 14,400 
Property, plant and equipment—Note 6 20,100 16,000 
$ 82,300 68,800 
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LIABILITIES AND SHAREHOLDERS’ EQUITY 


DECEMBER 31 


1972 1971 
(thousands) 
Current liabilities 
Accounts payable $ 19,800 16,800 
Current maturities 800 1,300 
20,600 18,100 
Long-term debt—Note 7 13,700 7,700 
Deferred credits—Note 8 6,000 4,300 
Convertible notes—Note 9 15,000 15,000 
Shareholders’ equity 
Common shares—Note 10 5,900 5,800 
Retained earnings—Note 11 21,100 17,900 
27,000 23,700 
$ 82,300 68,800 


On behalf of the Board 


JAMES A. PATTISON, Director 


JOHN M. THOMPSON, Director 
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Source and application of junds 


NEONEX INTERNATIONAL LTD. AND SUBSIDIARIES 


YEAR ENDED DECEMBER 31 


1972 1971 
Source (thousands) 
Net earnings $ 3,600 2,900 
Depreciation 2,000 1,500 
Deferred income taxes 1,300 900 
Amortization of goodwill 100 — 
Write-down of non-current assets —_ 100 
Discontinued operations — 400 
Extraordinary loss | — __ (600) 
Funds provided from operations 7,000 5,200 
Long-term debt issued 6,100 6,200 
Discontinued operations — 4,800 
Property, plant and equipment, less gain 2,200 1,000 
Common shares issued 100 1,000 
Increase in other deferred credits 400 900 
Other 100 __ (100) 

15,900 19,000 
Application 
Property, plant and equipment 5,400 2,600 
Net non-current assets of subsidiaries acquired 1,300 — 
Goodwill on acquisition of subsidiaries 1,600 —_— 
Long-term debt reduction 1,900 9,100 
Non-current receivables 900 1,600 
Dividends 400 _ 400 

11,500 13,700 
Working capital 
Increase during year 4,400 5,300 
Opening balance 20,300 15,000 

$24,700 20,300 
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NEONEX INTERNATIONAL LTD. AND SUBSIDIARIES 


1. PRINCIPLES OF CONSOLIDATION 

The financial statements include the accounts of the 
company and all subsidiaries. All material intercompany 
transactions are eliminated. The accounts of United 
States subsidiaries have been converted to Canadian 


dollars at par, which approximates the rate of exchange 


prevailing since the dates of their incorporation. 


2. ACCOUNTING POLICIES 


ei bats 


The following is a summary of the major accounting 
policies used in the preparation of financial statements 
and other data presented in this report. 


Rounding 
All dollar amounts, except statutory information, are 


presented to the nearest $100,000. | 


Inventories 
Inventories of raw materials, work in progress, mer- 
chandise and finished goods held for sale are valued 
at the lower of average laid down cost or estimated 
realizable value. Manufacturing supplies are included 
with raw materials. 


Leased signs 
The financing method is used to account for electric 


- signs which are manufactured by the company and are 


leased, generally for a term of five years. When a sign 
is installed, the equivalent outright sale value of a simi- 
lar sign is included in income and recorded as an 


account receivable. Manufacturing costs of leased 


signs are included in cost of sales and related selling 
expenses are charged against earnings. 

The excess of monthly rental payments over the sale 
value is credited to income when earned and provides 
for all related expenses and a normal profit. Selling ex- 
penses related to future revenue are deferred and 
amortized as such revenue is earned. The costs of sign 
maintenance and financing of lease contracts are 
charged to earnings as incurred. 


Goodwill 

Goodwill having an unamortized balance of $2,700,000 
is classified with deferred charges in the balance sheet. 
Management is of the opinion that none of the recorded 
goodwill has diminished in value. However, in order 
to conform with current accounting recommendations, 
goodwill having an original cost of $1,600,000 arising 
from acquisitions subsequent to 1971 is being amor- 


tized over 40 years. Goodwill related to acquisitions 
prior to 1971 having an original cost of $1,200,000 will 
be written-off if it ceases to be of value. 


Financing costs 
Costs of obtaining long-term debt financing are de- 
ferred and amortized over the term of the financing. 


Depreciation 

Depreciation is determined at rates which will reduce 
Original cost to estimated residual value over the useful 
life of each asset. Depreciation on the majority of pro- 
perty, plant and equipment is computed on the dimin- 
ishing balance method. All material profits or losses 
resulting from disposal of property, plant and equip- 
ment are included in earnings when realized and the 
carrying value of such assets is removed from the 
accounts. The exception to this policy relates to sale 
and leaseback of significant properties when profits 
are deferred and amortized over the term of the lease. 


Maintenance and repairs 

Maintenance and repairs are charged to income as 
incurred except in the case of helicopters where pro- 
vision is made for overhaul based on hours of use. 
Renewals and replacements of a routine nature are 
charged to earnings while those expenditures which 
improve or extend the useful life of assets are 
capitalized. 


Start-up costs 

The costs of establishing new operations, manufac- 
turing plants and retail locations are charged against 
income in the year incurred. 


Income taxes 

The company follows tax allocation procedures in re- 
cording charges for income taxes. Taxes deferred as 
the result of claiming for tax purposes amounts dif- 
ferent from those recorded in the accounts are charged 
against current earnings and are recorded in the bal- 
ance sheet as deferred income tax credits. The timing 
differences relate to sign lease revenue, depreciation 
and deferred charges. 


3. ACQUISITIONS 

During the year ended December 31, 1972 the company 
acquired four businesses which have been accounted 
for as purchase transactions. The operations of these 
businesses have been consolidated from the effective 
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dates of acquisition. The following is a summary of the 
disposition of the purchase consideration: 


(thousands) 
Total cash purchase consideration $2,900 
Value of net assets acquired 1,300 
Goodwill $1,600 


4. INVENTORIES 
Inventories are valued at lower of cost or net realizable 
value. i 


1972 1971 

(thousands) 
Raw materials $ 4,400 2,700 
Work in progress 1,400 1,200 
Merchandise and finished goods 22,300 18,500 
$28,100 22,400 

5. INVESTMENTS 

1972 1971 

(thousands) 


Maple Leaf Mills Limited 

213,100 common shares, at quoted value at 

December 31, 1970 (current quoted Cees ae 

value $3,800,000) Nae 3,100) 3,100 
Other, at lower of cost or estimated ana 

realizable value 100 100 


$ 3,200 _3,200 


6. PROPERTY, PLANT AND EQUIPMENT 


Property, plant and equipment is stated at cost less 
accumulated depreciation. 


1972 1971 
(thousands) 

Land and improvements $ 3,600 3,800 
Assets rented to customers 2,800 _ 
Buildings 10,000 9,600 
Machinery and equipment 15,400 13,000 
31,800 26,400 

Accumulated depreciation 11,700 10,400 
$20,100 16,000 


Depreciation at the following rates is determined on 
the diminishing balance method for all property, plant 
and equipment except assets rented to customers and 
helicopters which are depreciated on the straight line 
method. 


Buildings 3% to 10% 
Machinery and equipment 10% to 30% 
Helicopters 8% 
Assets rented to customers 10% 
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7. LONG-TERM DEBT 


Long-term debt, excluding current maturities, consists 


of the following: 1972 1971 
(thousands) 
Term bank loan at prime rate plus 112%, 
payable in seven equal instalments, 
commencing January 1, 1974 


642% debentures, due 1980, payable 


$10,000 4,900 


$75,000 annually ga: ~ 900 1,000 
Mortgages at rates from 642% to 10%% 
due at various dates to 1998 2,300 1,600 — 
Conditional sales agreements 500 200. 
$13,700 7,700 


Bank indebtedness is guaranteed by subsidiaries and 
secured by the assignment of accounts receivable, 
hypothecation of certain securities and a floating 
charge demand debenture of $15,000,000 on the com- 
pany’s assets. Under the terms of the company’s 
arrangements with its bank, the term loan may be in- 
creased to $15,000,000. ae 

Long-term debt maturities are “approximately 
$2,000,000 for each of the four years ending December 
31, 1977. ee 


8. DEFERRED CREDITS ; 1972 —«*1971 


(thousands) 
Income taxes $ 2,000 700 
Rental deposits and other deferred income 2,000 1,600 
Deferred lease costs 900 900 — 
Unrealized foreign exchange gain 1,100 1,100 


Additional deferred income taxes of $600,000 ($500,000 
in 1971) are classified with current accounts payable as 
the related timing differences arise from amounts 
classified as current. 


9. CONVERTIBLE NOTES 


The 5% % Convertible Senior Subordinated Notes due 
1984 in the principal amount of U.S. $15,000,000 are 
payable in annual instalments of U.S. $2,500,000 com- 
mencing 1979, subject to prior redemption by the com- 
pany at a premium of 50%. The notes are convertible 
into 1,271,860 common shares which number may in- 
crease in accordance with antidilution provisions. 
The carrying value of this U.S. obligation is recorded 
at par which approximates the current rate of exchange. 
The unrealized foreign exchange gain included with 


deferred credits represents the difference between par 
value and the Canadian dollar equivalent at the date 
of issue. The eventual credit to income will depend on 
the exchange rates which apply en the notes are 
redeemed. 


10. COMMON SHARES 


Authorized 14,000,000 shares of no par value; outstand- 


ing 7,214,748 shares. 
1972 1971 


Shares Amount 


Shares Amount 


(thousands) 
Opening balance 7,195 $5,800 6,936 $4,800 
Issued for cash 20 100 259 1,000 
7,215 $5,900 7,195 $5,800 


During the year the company issued 20,000 shares to 
selected key employees for $100,000 cash, paid by a 
trustee from funds advanced by the company pursuant 
to the share purchase plan approved by the share- 
holders. These shares are held by the trustee and will 


be released to the employees on payment of the sub- 


scription price prior to 1977 which will be applied by the 
trustee to reduce the amount owing to the company. 
The amount recoverable from the trustee is included 
with non-current receivables. There are no outstand- 
ing rights under the plan. 

The company has reserved 1,271,860 unissued shares 
which may be issued upon conversion of the 5%4% 
notes. 
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41. RETAINED EARNINGS 


The 53%4% convertible note agreement restricts the 
payment of dividends to an amount not exceeding 
$2,000,000 plus consolidated net earnings subsequent 
to December 31, 1968 (unrestricted amount as of De- 


cember 31, 1972 is $13,451,000). 


12. EARNINGS PER SHARE 


a Earnings per share are based on the weighted average 
; number of shares (1972—7,200,923; 1971—7,031,750) 


outstanding during the year. Fully diluted earnings per 
share are not presented as the assumed conversion of 
the convertible notes has no material effect on earnings 


_ per share in the current year. 


13. COMMITMENTS AND CONTINGENT LIABILITIES 


Rentals for the year ended December 31, 1972 for 
leased warehouses, retail locations and advertising 
sites were $1,600,000. Future average annual rentals 
under these leases are: 


1973-1977 $1,900,000 
1978-1982 1,200,000 


1983-1987 
1988-1996 


$500,000 
200,000 


Purchase commitments for the acquisition of pro- 
perty, plant and equipment amount to $2,000,000. 

The company is contingently liable in respect of com- 
mercial letters of credit totalling $1,300,000. 


Finance contracts sold with recourse approximate 
$16,000,000 and are secured by mobile homes sold by 
the company. During each of the five years ended De- 
cember 31, 1972 the company has not incurred any net 
expense resulting from these contracts. 


A subsidiary is joined with other defendants in an 
action claiming damages of $1,000,000. The company 
has obtained an indemnity to the extent of any 
judgment. Legal counsel have expressed the opinion 
that the subsidiary’s position can be successfully 
defended. 


14. LITIGATION 


In 1969 the company acquired 225,600 common shares 
of Maple Leaf Mills Limited and entered into purchase 
and option agreements with Norris Grain Company and 
Leitch Transport Ltd. to acquire an additional 852,911 
common shares. Because of a default by Norris Grain 


Company, the company was not able to ee its 


contractual commitments. — 


On June 29, 1971 the company filed suit in the United 
States District Court for the Southern District of New 
York against Norris Grain Company and Bruce A. Norris 
seeking damages of $32,000,000 resulting from the de- 
fault referred to above. The defendants denied the alle- 
gations of the complaint and counter-claimed seeking 
approximately $2,000,000 damages for the company’s 


alleged breach of its option agreement and $50,000,000 


for alleged defamation. The defendants filed a motion 
for summary judgment which motion was denied in all 
respects by an opinion of the Court dated March 6, 
1972. By consent the company’s complaint was 
amended to state a cause of action for fraud against 
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the original defendants and Robert C. Vincent, Sr. 
On the fraud cause of action the company seeks 
$32,000,000 compensatory damages and $50,000,000 
punitive damages. All defendants have answered the 
amended complaint. The counter-claims made by the 
original defendants are realleged in their answer to the 
amended complaint. United States counsel is of the 
opinion that the company is not liable to the defendants 
in any respect. - 

Leitch Transport Ltd. filed suit in the Supreme Court. 
of Ontario against the company seeking damages of 


- $30,000,000 and discontinued its claims against the 


other defendants named in the writ, namely Norris Grain 
Company, Norris Grain Company Limited and Bruce A. 
Norris. The company has denied the allegations and 
filed a counterclaim for return of option money paid in 
the amount of $1,154,345. The company has filed a 
third party claim against Bruce A. Norris, Robert C. 
Vincent, Sr., Norris Grain Company and Norris Grain 
Company Limited to recover the amount of any liability 
to Leitch Transport Ltd. which might be determined by 
the Court. It is the opinion of both Canadian and United 


We have examined the consolidated balance sheet of 
Neonex International Ltd. and subsidiaries as of De- 
cember 31, 1972 and the consolidated statements of 
earnings, retained earnings and source and application 
of funds for the year then ended. Our examination in- 
cluded a general review of the accounting procedures 
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| 


and such tests of accounting records and other sup- | 


porting evidence as we considered necessary in the 
circumstances. 


Vancouver, British Columbia, 
March 5, 1973. 
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States counsel that the company should be successful 


in such third party action. 


15. RETIREMENT PLANS 

Certain employees participate in contributory retire- 
ment plans and are entitled to vested interests prior to 
retirement. Employees contribute specified percent- 
ages of their salaries and the balance of the cost is paid 
by the company. The assets of the plans exceed the 
pension liabilities, computed by independent actuaries 
and there are no unfunded past service requirements. 
Contributions by the company for 1972 were $100,000. 


16. STATUTORY INFORMATION 

The aggregate remuneration of 10 directors as direc- 
tors was $50,262 (15 directors in 1971, $51,473); the 
aggregate remuneration of eight officers as officers was 
$372,249 (eight officers in 1971, $311,010); four direc- 


tors were also officers of the company or a subsidiary 


and as such received $270,700 (five directors in 1971, 
$264,200). 


A 


In our opinion, these consolidated financial statements 

present fairly the financial position of the company and 
subsidiaries at December 31, 1972 and the results of 
their operations and the source and application of their 
funds for the year then ended, in accordance with ~ 
generally accepted accounting principles applied ona 
basis consistent with that of the preceding year, 
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FOLD OUT FLAP FOR GLOSSARY OF SELECTED ACCOUNTING TERMS 


ANNUAL MEETING 


The 1973 Annual Meeting of the Shareholders of Neonex inter- 


national Ltd. will be held in the Discovery Room, Bayshore Inn . 
Hotel, in Vancouver at 9:30 a.m. on Thursday, April 26, 1973. 


NEONEX INQUIRIES 


All inquiries concerning Neonex International Ltd. should be directed to 
Wilfred N. Ray, Director Corporate Communications at corporate office. 


Glossary oj selected accounting terms 


Amortization—systematic allocation of costs to appro- 
priate future accounting periods. 


Antidilution Provisions—the price to be received for 
shares issued to retire the convertible notes will reduce 
if shares are issued to others below that price. 


Capital Expenditures—purchases of property, plant and 
equipment. 


Conditional Sales Agreements—a method of financing 
whereby legal ownership of the property remains with 
the seller until final payment is made. 


Contingent Liabilities—amounts which the company 
may be required to pay depending upon future circum- 
stances. 


Convertible Notes—an obligation which may be dis- 
charged at the holder’s option by conversion into com- 
mon shares. 


Current Assets—amounts which will be realized in cash 
or used in the business within one year. 


Current Liabilities—amounts which will be paid within 
one year. 


Current Maturities—the portion of long-term debt to be 
paid within one year. 


Deferred Credits and Charges—income received and 
expenses incurred which will be allocated to appropriate 
future accounting periods. 


Deferred Income Taxes—income taxes which otherwise 
would have been payable if the company had not 
claimed exemptions permitted under the Income Tax 
Act. 


Depreciation—the annual charge against earnings de- 
signed to apportion cost of property, plant and equip- 
ment over its useful life. 


Diminishing Balance Method—a method of providing 
depreciation which results in successively smaller pro- 
visions each year, and when combined with anticipated 
increased repair costs will result in roughly equal annual 
charges over the asset life. 


Discontinued Operations—businesses previously oper- 
ated by the company. 


Extraordinary Items—profits or losses of significant size 
which do not arise from the usual business operations 
of the company. 


Floating Charge—a security charge on the assets of the 
company. 


Fully Diluted—a calculation of earnings per share which 
assumes issuance of shares in repayment of the con- 
vertible notes outstanding. 


Goodwill—the amount paid to purchase an established 
business which is in addition to the value of the indi- 
vidual assets acquired. 


Indemnity—the right to recover from a guarantor a spe- 
cific amount that the company may be required to pay. 


Long-term Debt—funds borrowed for periods in excess 
of one year. 


Pooling of !Interests—a method of accounting in which 
the assets and liabilities of an acquired business are re- 
corded at their historic costs. 


Prepaid Expenses—expenses incurred which will be 
charged against operations of the following year. 


Recourse—a potential obligation which may result from 
a typical method of financing mobile home sales. If the 
purchaser defaults, the company is required to repay 
the financial agency and can repossess the unit. 


Redemption—repayment of long-term debt, generally 
prior to maturity date. 


Residual Value—estimated salvage value of property, 
plant and equipment at the end of its useful life. 


Return on Equity—earnings before extraordinary items 
for a fiscal year divided by the average shareholders’ 
equity for that year and expressed as a percentage. 


Shareholders’ Equity—amounts received by the com- 
pany from the issue of shares plus profits retained for 
use in the business. 


Straight Line Method—a method of providing deprecia- 
tion in an equal amount in each accounting period. It is 
appropriate when repair costs are anticipated to be 
approximately equal in each year that the asset is used. 


Vested Interests—rights arising prior to normal retire- 
ment age whereby an employee may receive a benefit 
at retirement based on company contributions to the 
pension plan as well as his own contributions. 


Weighted Average—the average number of shares out- 
standing recognizing that shares are issued at varying 
times during the year. 


Working Capital—the amount by which current assets 
exceed current liabilities. 
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